
 

 

 

Galapagos NV 
Our thoughts post the 4Q19 call: we see early 
signs of R&D acceleration; but we await 
evidence of execution 

GLPG.AS 

  
 

Target price (12M, €) 

220.00 

Neutral Biotechnology | Increase Target Price 

 

While a relatively quieter 4Q for Galapagos, we are encouraged by early signs of R&D 

acceleration. We are updating our model to reflect steady progress in the earlier stage pipeline 

as we await various clinical updates in 2020. Overall, we are beginning to see signs of R&D 

acceleration with anticipated progress in >80 clinical trials in 2020. We are increasing our TP to 

€ 220 (from € 183) to reflect increasing R&D productivity, giving additional credit to Galapagos’ 

discovery platform, and we are encouraged by the increased R&D investment included in 

guidance for 2020. We continue to believe that the Gilead collaboration offers Galapagos 

meaningful resources and expertise, and think it is likely that Galapagos will be successful in 

developing additional revenue-generating assets over the long term. Despite our more optimistic 

view on the Galapagos platform, we maintain that near term it is not enough to change our 

thesis on Galapagos. With >€ 5.5B cash offering downside support and flexibility, and multiple 

shots on goal in development, we think progress in 2020 is likely to skew positive. On the 

balance, given the limited visibility into the company’s earlier efforts, it is difficult to assign 

greater value in the absence of data. We are increasing our TP to €220 (from €183), while 

maintaining our Neutral rating. 

Filgotinib likely to face commercial headwinds absent a significantly differentiated 

label. We believe that disrupting AbbVie’s first-to-market advantage with Rinvoq coupled with 

the company’s prowess in marketing inflammation therapeutics (Humira, Skyrizi, Rinvoq) will be 

challenging. In our conversations with investors, we get the sense there is a disconnect 

between Gilead analysts and Galapagos analysts in the assessment of filgotinib’s commercial 

potential. We think estimates of filgotinib are much higher in GLPG models vs. GILD models. 

Model Updates: We’ve updated our model with 4Q19 actuals and made changes to revenue 

and cost estimates to reflect company guidance for 2020. We now forecast 2020 GAAP EPS 

of €(0.78), from €0.67, driven by increased R&D spending per company guidance. Our €220 

TP is based on a sum-of-the parts DCF using 4% terminal growth and 8% WACC, reflective of 

accelerating R&D efforts and the risk mitigation and earlier monetization of assets offered by 

the Gilead collaboration.  

Risks: Clinical, commercial, market and regulatory. 
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with companies covered in its research reports. As a result, investors should be aware that the Firm may have a conflict of interest that could 
affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.  
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Financial and valuation metrics 

Year 12/19A 12/20E 12/21E 12/22E 
EPS (CS adj.) (€) 2.49 -0.78 -1.02 0.76 
Prev. EPS (€) 4.25 0.67 1.59 2.68 
Revenue (€ m) 895.9 612.7 667.5 824.0 
EBITDA (€ m) 396.2 -15.6 -27.1 84.2 
P/OCF (x) 62.3 214.8 389.8 118.1 
EV/EBITDA (current) 36.4 -929.0 -533.1 170.2 
Net debt (€ m) -1,292 -1,239 -1,246 -1,369 
ROIC (%) 338.68 -43.76 -63.41 27.29 

 

Number of shares (m) 64.67 IC (current, € m) 109.18 
Net debt  (Next Qtr., € m) - Dividend (current, €) - 
Net debt/tot eq (Next Qtr.,%) -   

 

Source: Company data, Refinitiv, Credit Suisse estimates 

 

Share price performance 

On 20-Feb-2020 the AMSTERDAM EXCHANGE INDEX 

closed at 622.12Daily Feb21, 2019 - Feb20, 2020, 02/21/19 
= €87.22 
 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2019A -0.89 -0.86 6.03 -1.91 
2020E - - - - 
2021E - - - - 
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Galapagos NV  (GLPG) Analyst: Evan Seigerman 
Price (20 Feb 2020): €242.7  Target Price: (from 183.00) 220.00 Rating: Neutral 
Income Statement 12/19A 12/20E 12/21E 12/22E 

Revenue (€ m) 895.9 612.7 667.5 824.0 

EBITDA (€ m) 396 (16) (27) 84 

Depr. & amort. (26) (55) (60) (52) 
EBIT (€) 370 (70) (87) 32 

Net interest exp (220) 22 22 22 
PBT (€) 150 (49) (65) 54 

Income taxes (0) -0 -0 (1) 
Profit after tax 150 (49) (65) 53 

Minorities - - - - 
Net profit (€) 150 (49) (65) 53 

Reported net income (€) 150 (49) (65) 53 

Other NPAT adjustments 0 0 0 0 
Adjusted net income 150 (49) (65) 53 

Cash Flow 12/19A 12/20E 12/21E 12/22E 

EBIT 370 (70) (87) 32 
Net interest (220) 22 22 22 
Change in working capital (32) 17 (4) (10) 
Cash flow from operations 180 70 40 144 

CAPEX (179) (123) (33) (21) 
Free cashflow to the firm 1 (52) 7 123 

Acquisitions - - - - 
Divestments - - - - 
Cash flow from investments (179) (123) (33) (21) 

Net share issue(/repurchase) 0 0 0 0 
Dividends paid 0 0 0 0 
Changes in Net Cash/Debt 1 (52) 7 123 

Balance Sheet (€) 12/19A 12/20E 12/21E 12/22E 

Assets     
Cash & cash equivalents 1,292 1,239 1,246 1,369 
Account receivables 52 35 38 47 
Other current assets 20 20 21 21 
Total current assets 1,363 1,295 1,305 1,438 

Total fixed assets 176 244 218 186 
Investment securities - - - - 
Total assets 1,627 1,627 1,610 1,711 

Liabilities     
Total current liabilities 221 221 221 221 

Total liabilities 226 227 227 227 

Shareholder equity 1,401 1,400 1,383 1,484 
Total liabilities and equity 1,627 1,627 1,610 1,711 

Net debt (1,292) (1,239) (1,246) (1,369) 
Per share 12/19A 12/20E 12/21E 12/22E 

No. of shares (wtd avg) 60 62 64 70 
CS adj. EPS 2.49 (0.78) (1.02) 0.76 
Prev. EPS  (€) 4.25 0.67 1.59 2.68 
Dividend (€) 0.00 0.00 0.00 0.00 
Free cash flow per share 0.02 (0.84) 0.10 1.76 
Earnings 12/19A 12/20E 12/21E 12/22E 

Sales growth (%) 181.9 (31.6) 8.9 23.5 
EBIT growth (%) 926.4 (119.0) (24.1) 136.4 
Net profit growth (%) 612.1 (132.4) (34.4) 181.8 
EPS growth (%) 543.5 (131.3) (30.5) 174.9 
EBITDA margin (%) 44.2 (2.5) (4.1) 10.2 
EBIT margin (%) 41.3 (11.5) (13.1) 3.9 
Pretax margin (%) 16.7 (7.9) (9.8) 6.5 
Net margin (%) 16.7 (7.9) (9.8) 6.5 
Valuation 12/19A 12/20E 12/21E 12/22E 

EV/Sales (x) 16.08 23.59 21.65 17.38 
EV/EBITDA (x) 36.4 (929.0) (533.1) 170.2 
EV/EBIT (x) 38.9 (205.9) (165.8) 451.2 
P/E (x) 97.5 (311.0) (238.4) 318.4 
Price to book (x) 9.4 9.4 9.4 10.0 
Asset turnover 0.6 0.4 0.4 0.5 
Returns 12/19A 12/20E 12/21E 12/22E 

ROE stated-return on (%) 9.8 (3.1) (4.0) 3.2 
ROIC (%) 338.7 (43.8) (63.4) 27.3 
Gearing 12/19A 12/20E 12/21E 12/22E 

Net debt/equity (%) (92.2) (88.5) (90.1) (92.2) 
Interest coverage ratio (X) 1.7 3.2 4.0 (1.4) 
Quarterly EPS Q1 Q2 Q3 Q4 
2019A -0.89 -0.86 6.03 -1.91 
2020E - - - - 
2021E - - - - 

 

 

Company Background 

Galapagos is a clinical stage biotech company focused on developing 

novel treatments for rheumatoid arthritis, inflammatory bowel disease, 

idiopathic pulmonary fibrosis, and atopic dermatitis. 
 

Blue/Grey Sky Scenario 

 

 

Our Blue Sky Scenario (€) (from 225.00) 300.00 

Our blue sky valuation of €300 is based on 100% POS of filgotinib in 

rheumatoid arthritis, ulcerative colitis and Crohn's disease, as well as 

better-than-expected data from the pipeline drugs. 
 

Our Grey Sky Scenario (€) 100.00 

Our grey sky valuation of €100 is based on clinical failure of the 

developmental pipeline, but includes EUR >$5B of value from cash-on-

hand adjusted for the Gilead transaction. 
 

Share price performance 

 

On 20-Feb-2020 the AMSTERDAM EXCHANGE INDEX closed at 622.12 

Daily Feb21, 2019 - Feb20, 2020, 02/21/19 = €87.22 

 

Source: Company data, Refinitiv, Credit Suisse estimates 
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Pipeline updates:  Heading into 2020, topline data is expected for filgotinib in ulcerative colitis 

(ph 3, 1H20), GLPG1205 in idiopathic pulmonary fibrosis (ph 2, 2H20), GLPG1690 in 

systemic sclerosis (ph 2, 2H20), and GLPG1972 in OA (ph 2b, 2H20). We will also see initial 

data for the first two assets from the Toledo program as well, and the company is expected to 

disclose the target and mechanism later this year. On the earlier pipeline, progress is expected 

in >80 clinical trials along with additional development of pre-clinical candidates. Approval for 

filgotinib in RA is expected in the US, Europe and Japan. 

Figure 1: Model Changes 

 

 Source: Company data, Credit Suisse estimates, FactSet 

Figure 2: Sum-of-the-Parts DCF Valuation 

 

Source: Company data, Credit Suisse estimates 

 
 

Galapagos NV (GLPG) 2019A 2020E

CS

Actual Prior Current Change

Filgotinib - EU Sales, Adjusted € 0 € 10 € 10 € 0 € 7

Total Revenue (CS) € 896 € 512 € 613 € 100 € 607

COGS € 0 € 1 € 1 € 0 € 4

R&D € 427 € 416 € 577 € 161 € 602

SG&A € 98 € 88 € 101 € 13 € 144

Operating Income (GAAP) € 370 € 3 (€ 70) (€ 73) (€ 48)

Profit (Loss) before Tax € 150 € 45 (€ 49) (€ 94) € 16

Tax (expense) benefit (€ 0) (€ 0) € 0 € 0 € 0

Net Income (CS - GAAP) € 150 € 45 (€ 49) (€ 93) (€ 30)

EPS - Diluted (CS - GAAP) € 2.49 € 0.67 (€ 0.78) (€ 1.45) (€ 0.35)

Cons

€ 64  

€ 0  

€ 220  

€ 6  € 10  

€ 70  

€ 74  

€ 3  € 11  

€ 104  € 85  
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Companies Mentioned (Price as of 20-Feb-2020) 
Galapagos NV (GLPG.AS, €242.7, NEUTRAL, TP €220.0) 
 

Disclosure Appendix 

Analyst Certification  

I, Evan Seigerman, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed 
in this report. 

3-Year Price and Rating History for Galapagos NV (GLPG.AS) 

 

GLPG.AS Closing Price Target Price    

Date (€) (€) Rating   

08-Mar-17 69.75 72.00 N   

30-Apr-17 80.46 84.00    

16-Feb-18 93.48 90.00    

04-Mar-18 81.84 85.00    

06-Aug-18 94.14 92.00    

25-Oct-18 86.04 90.00    

13-Dec-18 95.88 113.00 O   

09-Jul-19 122.15  *   

30-Jul-19 158.30 174.00 O   

13-Dec-19 188.05 169.00 N   

23-Jan-20 211.20 183.00    

* Asterisk signifies initiation or assumption of coverage. 

 

 

As of December 10, 2012 Analysts’ stock rating are defined as follows: 

Outperform (O) : The stock’s total return is expected to outperform the relevant benchmark* over the next 12 months. 
Neutral (N) : The stock’s total return is expected to be in line with the relevant benchmark* over the next 12 months. 
Underperform (U) : The stock’s total return is expected to underperform the relevant benchmark* over the next 12 months. 
 *Relevant benchmark by region: As of 10th December 2012, Japanese ratings are based on a stock’s total return relative to the  analyst's coverage universe 
which consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the most attractive, Neutrals the less attractive, 
and Underperforms the least attractive investment opportunities. As of 2nd October 2012, U.S. and Canadian as wel l as European (excluding Turkey) ratings are 
based on a stock’s total return relative to the analyst's coverage universe which consists of all companies covered by the an alyst within the relevant sector, with 
Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. For Latin America, 
Turkey and Asia (excluding Japan and Australia), stock ratings are based on a stock’s total return relative to the average to tal return of the relevant country or 
regional benchmark (India - S&P BSE Sensex Index); prior to 2nd October 2012 U.S. and Canadian ratings were based on (1) a stock’s absolute total return 
potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe. For Australian and 
New Zealand stocks, the expected total return (ETR) calculation includes 12-month rolling dividend yield. An Outperform rating is assigned where an ETR is 
greater than or equal to 7.5%; Underperform where an ETR less than or equal to 5%. A Neutral may be assigned where the ETR is between -5% and 15%. The 
overlapping rating range allows analysts to assign a rating that puts ETR in the context of associated risks. Prior to 18 May 2015, ETR ranges for Outperform and 
Underperform ratings did not overlap with Neutral thresholds between 15% and 7.5%, which was in operation from 7 July 2011.  
Restricted (R) : In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain 
other circumstances. 
Not Rated (NR) : Credit Suisse Equity Research does not have an investment rating or view on the stock or any other securities related to the 
company at this time. 
Not Covered (NC) : Credit Suisse Equity Research does not provide ongoing coverage of the company or offer an investment rating or 
investment view on the equity security of the company or related products. 

Volatility Indicator [V] : A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the 
past 24 months or the analyst expects significant volatility going forward. 

Analysts’ sector weightings are distinct from analysts’ stock ratings and are based on the analyst’s expectations for the fundamentals and/or 
valuation of the sector* relative to the group’s historic fundamentals and/or valuation: 
Overweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is favorable over the next 12 months. 
Market Weight : The analyst’s expectation for the sector’s fundamentals and/or valuation is neutral over the next 12 months. 
Underweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is cautious over the next 12 months. 
 *An analyst’s coverage sector consists of all companies covered by the analyst within the relevant sector. An analyst may cov er multiple sectors. 
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Credit Suisse's distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 

Rating Versus universe (%) Of which banking clients (%) 
Outperform/Buy* 47% (33% banking clients) 

Neutral/Hold* 39% (26% banking clients) 

Underperform/Sell* 13% (22% banking clients) 

Restricted 2%  

*For purposes of the NYSE and FINRA ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, a nd Underperform most closely 
correspond to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please r efer to 
definitions above.) An investor's decision to buy or sell a security should be based on investment objectives, current hold ings, and other individual factors. 

Important Global Disclosures  

Credit Suisse’s research reports are made available to clients through our proprietary research portal on CS PLUS. Credit Suisse research 
products may also be made available through third-party vendors or alternate electronic means as a convenience. Certain research products are 
only made available through CS PLUS. The services provided by Credit Suisse’s analysts to clients may depend on a specific client’s 
preferences regarding the frequency and manner of receiving communications, the client’s risk profile and investment, the size and scope of the 
overall client relationship with the Firm, as well as legal and regulatory constraints. To access all of Credit Suisse’s research that you are entitled 
to receive in the most timely manner, please contact your sales representative or go to https://plus.credit-suisse.com .  
Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 
Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail please 
refer to Credit Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research: https://www.credit-
suisse.com/sites/disclaimers-ib/en/managing-conflicts.html .  
Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone 
to provide tax advice. Investors are urged to seek tax advice based on their particular circumstances from an independent tax professional. 
Credit Suisse has decided not to enter into business relationships with companies that Credit Suisse has determined to be involved in the 
development, manufacture, or acquisition of anti-personnel mines and cluster munitions. For Credit Suisse's position on the issue, please see  
The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's 
total revenues, a portion of which are generated by Credit Suisse's investment banking activities 

Target Price and Rating 
Valuation Methodology and Risks: (12 months) for Galapagos NV (GLPG.AS) 

Method: Our €220 target price and NEUTRAL rating for Galapagos NV are based on a DCF (discounted cash flow) valuation. We use a 8% 
WACC (weighted average cost of capital) and forecast discounted cash flows through 2029, with terminal growth rate of 4% thereafter. 

Risk:  Risk to our €220 target price and NEUTRAL rating: Clinical and developmental: Some of our valuation and share upside potential is 
based on outcomes from clinical trials. If any of Galapagos’ late-stage assets are shown to be clinically ineffective or unsafe, we would 
expect negative pressure on shares.  Regulatory: Food and Drug Administration (FDA), European Medicines Agency (EMA), and other 
regulatory body approvals are required for Galapagos to market and sell its therapeutics. Any delay or outright rejection of the approval 
of investigational assets could have a negative impact on the future cash flows and value of Galapagos shares. Furthermore, FDA or 
EMA could revoke the marketing authorization of any marketed product due to safety or efficacy concerns.  Commercial: EU sales and 
US sales royalties drive the majority of our cash flow and earnings estimates. If sales are worse than our or consensus expectations, we 
could see a negative impact on shares.  External/Market Risk: Biotechnology remains a volatile sector that can be affected by external 
factors, including drug pricing legislation, intellectual property law, healthcare policy, and the overall economy. Negative policy 
developments and/or a weakening of the economy could affect Galapagos’ share price. 

Please refer to the firm's disclosure website at https://rave.credit-suisse.com/disclosures/view/selectArchive for the definitions of abbreviations 
typically used in the target price method and risk sections.  

See the Companies Mentioned section for full company names  
Credit Suisse or a member of the Credit Suisse Group is a market maker or liquidity provider in the securities of the following subject issuer(s): 
GLPG.AS 

For date and time of production, dissemination and history of recommendation for the subject company(ies) featured in this report, disseminated 
within the past 12 months, please refer to the link: https://rave.credit-
suisse.com/disclosures/view/report?i=494215&v=o8k99x2wwgnvv3t3pq6z6qz3 .  

Important Regional Disclosures  

Singapore recipients should contact Credit Suisse AG, Singapore Branch for any matters arising from this research report. 
The analyst(s) involved in the preparation of this report may participate in events hosted by the subject company, including site visits. Credit 
Suisse does not accept or permit analysts to accept payment or reimbursement for travel expenses associated with these events. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
https://www.credit-suisse.com/sites/disclaimers-ib/en/canada-research-policy.html. 

https://plus.credit-suisse.com/
https://www.credit-suisse.com/sites/disclaimers-ib/en/managing-conflicts.html
https://www.credit-suisse.com/sites/disclaimers-ib/en/managing-conflicts.html
https://rave.credit-suisse.com/disclosures/view/selectArchive
https://rave.credit-suisse.com/disclosures/view/report?i=494215&v=o8k99x2wwgnvv3t3pq6z6qz3
https://rave.credit-suisse.com/disclosures/view/report?i=494215&v=o8k99x2wwgnvv3t3pq6z6qz3
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Investors should note that income from such securities and other financial instruments, if any, may fluctuate and that price or value of such 
securities and instruments may rise or fall and, in some cases, investors may lose their entire principal investment. 
This research report is authored by: 
Credit Suisse Securities (USA) LLC ............................................................................................................. Evan Seigerman 

Important disclosures regarding companies that are the subject of this report are available by calling +1 (877) 291-2683. The same important 
disclosures, with the exception of valuation methodology and risk discussions, are also available on Credit Suisse’s disclosure website at 
https://rave.credit-suisse.com/disclosures . For valuation methodology and risks associated with any recommendation, price target, or rating 
referenced in this report, please refer to the disclosures section of the most recent report regarding the subject company.  

 

https://rave.credit-suisse.com/disclosures
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This report is produced by subsidiaries and affiliates of Credit Suisse operating under its Global Markets Division. For more information on our structure, please use the following link: https://www.credit-suisse.com/who-we-are This report may contain material that is 
not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or 
which would subject Credit Suisse or its affiliates ("CS") to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of the material, nor its content, nor 
any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All trademarks, service marks and logos used in this report are trademarks or service marks or registered 
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bases and levels of taxation may change. Information and opinions presented in this report have been obtained or derived from sources believed by CS to be reliable, but CS makes no representation as to their accuracy or completeness. CS accepts no liability for 
loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that such liability arises under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the 
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